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by the Joint Select Committee of the Houses of Parliament who
recommended that a share of the income-tax revenue accruing in
each Province should he made over to it. This share was calculated
each year at three pies for every rupee of assessed income, while
the Local Governments had to pay back to the Government of India
three pies for every rupee of the assessed income of 1920-21, and
also to bear one-fourth of the cost of special income-tax establish-
ments. This provision was embodied in Devolution Rule If). The
rule was subsequently modified in several respects, the chief varia-
tion being that the Local Governments were no louder required to
meet any share of the income-tax establishments, while the amount
to be credited to provincial revenues was fixed at a net figure
calculated at three pies on each rupee of the excess of assessed
income of the year over the assessed income of 1920--21.
3. The redistribution of the revenues between the Central and
Provincial Governments under this scheme was bound to result, in
a large deficit in the Government of India's budget and in a consi-
derable surplus in the budgets of the Provincial Government* over
their normal expenditure. The authors of the Report on Indian
Constitutional Eeforms accordingly recommended that each Pro-
vince should contribute to the Government t>f India a percentage
of the difference between the gross provincial revenues and the gross
provincial expenditure. On the basis of the figures of the budget
estimate for 1917-18, they calculated the deficit of the Government
of India at Rs. 1,363 lakhs and the gross surplus of the Provinces
at Rs. 1,564 lakhs, and reckoned that Madras should pay to the
Government of India Rs. 428 lakhs out of an estimated surplus of
Rs. 491 lakhs. The Financial Relations Committee, which was
appointed to work out the details of these contributions, found that
these arrangements would leave little or no surplus revenue to some
of the poorer Provinces ; and they held that this would be both, a
misfortune in itself and at variance with what they believed to be
the intention, if not the implied promise, of the report. They
accordingly suggested that, in order to facilitate the initial distri-
bution of the central deficit, General Stamps should be mode a
Provincial head throughout. Meanwhile the Government of India
had calculated with reference to the budget figures of 1919-20 that
their deficit would be reduced to six crores. The suggestion of the
Financial Relations Committee to treat General Stamps as a Pro-
vincial head together with other minor adjustments which they
proposed increased the deficit of the Government of India to Us. 983
lakhs. An estimate was next made of the surplus revenues accruing
to each Province. The Committee showed special treatment to
backward provinces such as Bihar and Orissa, which was allowed
to retain the whole of its surplus revenue, and Burma, the Central
Provinces and Assam who were asked to contribute only a small
portion of their surplus revenues. The remaining five Provinces
were required to contribute a sum which roughly amounted to
60 per cent of the additional revenues made available by the new
arrangements. The Committee anticipated that in Madras the
redistribution of the resources would result in an increased revenue